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CORPORATE GOVERNANCE MANUAL

I OBJECTIVE

This Manual institutionalizes the principles and practices of good Corporate
Governance pursuant to the objectives of the Code of Corporate Governance issued
by the Insurance Commission for the purpose of instilling corporate accountability and
to promote the interest of policyholders, clients and claimants.

Il DEFINITION OF TERMS

Corporate Governance - it is the system by which companies are directed and
managed. It influences how will the objectives be set and achieved, risk monitoring
and assessment and how to optimize performance.

Company — MEGA RE INTERNATIONAL, INC.

Board of Directors - refers to the governing body at MEGA RE INTERNATIONAL,
INC. duly elected by the stockholders which exercises the corporate powers as
provided in the Corporation Code of the Philippines. It conducts all transactions and
controls all properties of the Company. Management - the officers of the Company that
was granted authority by the Board of Directors to carry out the policies it has laid
down in the conduct of business of the organization.

Independent Director - is a person other than an officer or employee of the Company
or its subsidiaries or any other individual having any relationship with the Company
that would impede in the exercise of independent judgment in carrying out the
responsibilities as a director. Aside from the director's fees and shareholdings, he
should be independent of management and free from any business or other
relationship that can be perceived as a material interference with the exercise of his
independent judgment.

Internal Auditing- it is an independent, objective assurance and consulting activity
designed to add value to and improve an organization's operations. It helps the
organization realize its objectives by providing a systematic, disciplined approach to
evaluate and improve the effectiveness of risk management, control and governance
processes. Internal auditing achieves this by providing insight and recommendations
with emphasis on analyses and assessments of data and business processes.
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Internal Control - it is the process devised by the Company's Board of Directors for
the attainment of objectives in the effectiveness and capability of operations, the
dependability of financial reporting and faithful compliance with applicable laws, rules,
regulations and internal control policies.

Related Party - shall comprise the Company's subsidiaries including affiliates and any
party that the company exercise direct or indirect control over the entity, its directors,
officers, shareholders and related interests including their close family members as
well as corresponding persons in affiliated companies. It also includes such other
persons or juridical entities whose interest may pose potential conflict with the interest
of the Company.

Related Party Transactions - It is the transfer of resources, services or obligations
between a reporting entity and a related party, notwithstanding whether a value has
been charged. It also includes not only transactions that are entered into with related
parties but also unsettled transactions that were entered into with an unrelated party
which eventually becomes a related party.

Internal Control System - it is the framework by which internal controls are
developed, implemented, alone or in consonant with other existing policies or
procedures, for the purpose of managing and controlling a particular risk or business
activity, to which the Company is exposed.

Enterprise Risk Management - it is the process, formulated by the Company's Board
of Directors, Management and key personnel, effected in a strategy setting and across
the establishment that is intended to ascertain potential events that may affect the
organization, management of risks that are within its risk appetite, and providing
reasonable assurance towards achievement of its objectives.

Stakeholders - referring to the group of company owners, officers and employees,
policyholders, suppliers, creditors and the community as well. Shareholders - refers to
the owner of share of stock in the Company.

Related Interests - referring to individuals related to each other within the fourth
degree of consanguinity or affinity, legitimate or common law and to two or more

companies owned or controlled by one person or by the same family group or the
same group of persons.
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. CORPORATE GOVERNANCE STRUCTURE

1.

Phone.

Board of Directors

The Board of Directors are principally responsible in complying with the highest
standard of good governance set forth by the Company. They are duty bound to
act on matters based on a fully informed basis, in good faith, with due diligence
and care.

The Board shall be responsible in approving and overseeing the implementation
of the corporate plans and strategies.

1.1. Composition of the Board and Independent Directors

1.1.1. The Board shall be composed of nine (8) directors who shall be
elected by the stockholders at the annual meeting, by a plurality of votes.
The directors shall hold office for one (1) year or until their successors shall
have been chosen and shall have qualified, in accordance with the
Amended Articles of Incorporation and By-Laws. If for any reason, the
annual meeting of stockholders shall not be held at the time appointed by
the by-laws or shall be adjourned, the directors when in office shall continue
in office until such election shall have been held for their successors.

1.1.2. The Board shall have at least two (2) independent directors that shall
constitute the members of the board.

1.2. Key Responsibilities of the Board of Directors

1.2.1. The stewardship of the Company rests with the Board of Directors.
They are responsible for the long-term success of the Company in order to
sustain competitiveness and profitability in accordance with the corporate
objectives and ensure that the best interests of the stockholders are
properly secured.

1.2.2 The Board shall formulate/review/revise as the need arises the
Company's vision, mission, policies and procedures including strategic
objectives which shall serve as guide in carrying out its activities that
includes measures to effectively monitor management's accomplishments.
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1.3.

General Responsibilities of the Board of Directors

1.3.1. Appproval for final adoption of corporate strategies with proactive
oversight of strategy execution.

1.3.2. Formulation and adoption of corporate policies, starting with a policy
related to corporate governance and oversight of strategy execution

1.3.3. Performance monitoring which covers financial and nonfinancial
performance as well as oversight of risk management.

1.3.4. Review and approve of budget prepared by Management as the
revisions thereto and actual monitoring of actual performance as against
the budget.

1.3.5. Setting up of an accountability system which includes provision for
rewards, incentives as well as penalties.

1.3.6. Promotion of a philosophy of ethics, social responsibility and good
governance. 1.3.7. Oversee the selection of the composition of higher
management.

1.3.8. To create and approve positions and the person to fill such position

including compensation as recommended by the President & General
Manager.

1.3.9. Adoption of an effective succession planning for Management.

1.3.10. Establishment of a formal performance monitoring standard to
effectively assess the performance of senior management.

1.3.11. Monitor and assess the performance of the Management Team
based on established performance standards.

1.3.12. Review policies, internal controls and self-assessment functions
relative to internal audit, risk management and compliance with senior
management to determine the areas for improvement and promptly identify
and address significant risks and issues.

1.3.13. Establish the manner of conduct of good governance and conduct
a high degree of integrity in accordance with established corporate values,
code of conduct and other standards of behavior.
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1.3.14. Maintain and update periodically organizational rules, bylaws and
other similar documents setting out its establishment, rights,
responsibilities and key activities.

1.3.15. Assess, at least annually, the performance and effectiveness of the
entire organization including its various committees, the President and
General Manager, the individual directors, as well as the Company.

1.3.16. Regular review of the board composition in order to achieve a
balanced membership.

1.3.17. Appointment of committee memberships taking into consideration
their qualifications and expertise which may include independent directors
and non-executive members of the board.

1.3.18. Utilize the work output conducted by the internal audit, risk
management and compliance function including the external auditors to
monitor the overall performance of the Company.

1.3.19. Ensure the Company's faithful compliance with all applicable laws,
rules, regulations and best business practices.

1.3.20. Identify the stakeholders in the community in which the Company
operates or which are directly affected by its operations, and formulate a
clear policy for an accurate, timely and effective communication with them
to contribute to societal goals of a philanthropic or charitable nature by
engaging in or supporting volunteering or ethical-oriented practice.

1.3.21. Formulate and implement policies and procedures which shall
ensure the integrity and transparency of related party transactions between
and among the Company and its associates, joint ventures, major
stockholders, affiliates, major stockholders, Directors and officers,
including their spouses, children and dependent siblings and parents, and
interlocking Director relationships with members of the Board.

1.3.22. Appoint a Compliance Officer who shall have the rank of at least a
Vice President or its equivalent.

1.3.23. Ensure the establishment of a suitable Management Information
System; and

@Email. \0 Address.
2. Rm. 906 9/F, Cityland Condo 10, Tower 2, 6817 Ayala Avenue

jackie@megare.net.ph North, Salcedo Village, Makati City, Philippines




€) MEGA RE INTERNATIONAL, INC.

Phone.

== (632)8815-6608 - (632)8815-3692 +(632)8812-5747 === gemma@megare.net.ph - Rm. 906 9/F, Cityland Condo 10, Tower 2, 6817 Ayala Avenue

(632)8812-5746 « (632)8893-7879

1.4.

1.3.24. See to it that the interests of stockholders are adequately protected.
Qualifications of the Board of Directors

1.4.1. Shall own at least one (1) share of the capital stock of the Company
whose share shall be in his name and properly recorded in the books of
the Company.

1.4.2. Shall at least be twenty-five (25) years of age at the time of
appointment.

1.4.3. Shall possess integrity, probity and credibility in the performance of
functions.

1.4.4. Shall have the necessary competence, skills and experience in terms
of management competencies preferably in the insurance field.

1.4.5. Shall be physically and mentally fit and morally upright.
1.46. Shall have no conflict of interest, no competing officership,
directorships, membership position in other companies with similar

business.

1.4.7. Shall not be otherwise disqualified by law or by any circular of the
Insurance Commission.

1.4.8. Shall have attended a special seminar on corporate governance by
a training provider duly accredited by the Insurance Commission.

1.5. Disqualification of a Board of Director

The disqualification of a Board of Director is divided into two (2) categories:

1.5.1. Permanent Disqualification

1.5.1.1. A person convicted by final judgment of the court for offenses
involving dishonesty or breach of trust such as estafa, embezzlement,
extortion, forgery, malversation, swindling and theft.

1.5.1.2. A person convicted by final judgment of the court for violation of
insurance laws.

1.5.1.3. A person who was been judicially declared as insolvent, spendthrift
and unable to enter into a contract.
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1.5.1.4. Director, officer or employee of closed insurance companies or any
insurance intermediary who was responsible for such institution's closure
as determined by the Insurance Commission.

1.5.2. Temporary Disqualification

1.5.2.1. A person who declines to disclose fully the extent of his
business interest when required pursuant to provisions of law, circular,
memorandum or rule or regulation of the Insurance Commission. The
disqualification shall be in effect as long as the refusal persists.

1.5.2.2. A Director who, for whatever reason/s, has not participated for
more than fifty percent (50%) of all meetings, both regular and special
of the Board of Directors during theirincumbency.

1.5.2.3. A person convicted of offenses involving dishonesty, breach of
contract or violation of insurance laws but has notyet become final and
executory.

1.5.2.4. Directors or officers of insurance companies that have
shutdown down and insurance intermediaries that have pending
clearance from the Insurance Commission.

1.5.2.5. Directors that were disqualified for failure to discharge their duties
and responsibilities as specified under existing regulations. This will apply
until the lapse of the specific period of disqualification of the Insurance
Commission.

1.5.2.6. Directors who have not yet attended the special seminar on
corporate governance until he/she was able to attend such seminar.

1.5.2.7. A person dismissed/terminated from employment for cause unless
they have cleared themselves of involvement in the alleged irregularity.

1.5.2.8. Those under preventive suspension.

1.5.2.9. Persons with derogatory records with the NBI, court, police,
Interpol and insurance authorities of other countries (for foreign directors)
involving violation of any law, rule or regulation of the government or any
of its instrumentalities adversely affecting the integrity and ability to
discharge the duties of an insurance director. The disqualification shall
apply until they have cleared themselves of their participation in the alleged
irregularity.
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1.5.2.10. A person delinquent in the payment of his obligations as
described below:

a. Delinquent in the payment of obligations of a person with the
insurance company or its related companies wherein he/she is a
director or officer or having at least two obligations with other
insurance companies under different credit lines or loan contracts;

b. Obligations include all borrowings from an insurance company or
its related companies obtained by:

- Adirector or officer who secures for his own account or as
a representative or agent of others or where he/she acts as
a guarantor, endorser or surety for loan from such
institutions;

- The spouse or child under parental authority of a director
or officer;

- A person whose borrowings or loan proceeds were
credited to the amount of, or used for the benefit of a director
or officer;

- A partnership of which a director or officer, or his/her
spouse is a managing partner or general partner owning a
controlling interest in the partnership; and

- A corporation, association or firm wholly owned or majority
of the capital has been contributed by any group of persons
mentioned above.

Such disqualification shall be in effect as long as the
delinquency persist.

1.6. Qualifications of an Independent Director

The Board shall ensure that an Independent Director possesses the necessary
qualifications and none of the disqualifications for an independent director to hold
the position.

An Independent Director shall refer to a person who is:

1.6.1. Not a regular director or officer or employee of the Company,
its subsidiaries, affiliates or any of its related companies for the past
three (3) years starting from the date of election/appointment.
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